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Asset Allocation Generation

1% Generation (1950-2000)

Traditional Beta & LT investment horizon
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2" Generation (2000-2010)

Multi Asset diversification & Globalization of allocation
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3" Generation (2010-present)

Dynamization of Multi Asset Allocation &

diversification via risk factor

Source : The Building Blocks of Third Generation Asset Allocation, Armi and Schuller, Panthera Solution



1. 1st Generation (1950-2000)

Traditional Beta & LT investment horizon
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ANSNIZABAIALEY (Naive Diversification) (Markowitz Diversification)
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NIIUINIIIANTIAINU Portfolio Management Asset

Allocation

LUIAALUUALANE Usznaufaauulfnnaiy MPT-Modern Portfolio theory, CAPM-Capital

Asset Pricing Model, EMH-Efficiency Market Hypothesis
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Security Market Line
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3. Capital Asset pricing Model (CAPM) by sharpe
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CAPM : Risk & Return and Beta (measure of sensitivity of market risk)
4. Effictive Market Hypothesis (EMH)
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® A Long Only %38 Buy and hold
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® Risk Measure —» Price Volatility
2. 2nd Generation (2000-2010)
Multi Asset diversification & Globalization of allocation
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Buy and hold Dynamic Asset Allocation

SAA-Strategic Asset
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TAA - Tactical Asset
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® Policy Allocation ® Short Term Adjustment, 210 strategic
® Meet Long Term Goal & LT asset allocation
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3. 3'4 Generation (2010-present)

Dynamization of Multi Asset Allocation & diversification via risk factor
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Dependence ® Projection bias ® Rules of thumb
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Traditional Finance
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e flursdumdneniu Tactical asset allocation wikiladafuUsEUIUNISHANBUWNY (NO

forecast return 11 AMH)

o 391994 NU Benchmark

® ¢hegefe ETF (an uay Hanimaded)
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Dominant Charactertsitic

1 Gen 2 Gen 3 Gen
1950-2000 2000-2010 2010-present
Apporach MPT-CAPM-EMH Extended MPT-CAPM-EMH Adaptive Market Hypothesis
Dynamic Asset allocation Risk-Controlled
Dynamic Asset Allocation
Details Mean-Varience Optimizer Mean-Varience Optmizer+ Behavior Finance
Single Factor & Single (and L T) Minimun Varience (for Equity) Asset Allocation via Risk Factor
Period Multi Factors & Multi Periods (Multiple Beta)
Traditionial Asset Class Traditional and alternative Alternative Asset extended by
(stock, bonds, real estate, cash) Asset Class (Leverage) intellectual property right
SAA & TAA Distinciton catastrophe bond (Wusins
“n8unY), carbon credits, etc
Dynamic Strategic Asset
allocation
Strategies Balanced Portfiolio Multi-Asset/ Alternative Asset Risk Factor Investing
(stock 60/bond 40) Portfolio State Preference Approach
Long only Portfolio Long/Short Equity
Buy and Hold Portfolio Liability Driven Investment
Permanent Portfolio Risk Party/ Var Optimized
Portfolio
Limitation Insufficiently Diversified Portfolio Increasing Correlation of Still in Early stage of
Unfulfilled promoise of alpha holdings in Portfolios development
Exporsue Volatility Meausre Difficault to Implement
No Use of Risk Bucket Systemic Risk

High Stress Beta
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